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CONTRACTION, AND THE REMEDY. 



Monet is a universal order for property and a legal tender in 
payment of debts. Its value depends not upon the material of 
which it is made, but upon the number of dollars, or other units 
of money, in circulation. If the number of dollars in circulation 
were doubled, each dollar would lose a part of its purchasing 
power, and the price of property would advance. On the other 
hand, if the circulating medium were reduced one-half, the pur- 
chasing power of each dollar would be greatly increased, and the 
price of property correspondingly depressed. 

It is assumed, and not without some reason, that governments 
cannot be trusted to regulate the amount of the circulating me- 
dium, and that it is necessary to use a material obtainable only 
by labor, and of which a supply in excess of the demand cannot 
be furnished. Gold and silver were selected as money metals, 
and were jointly used as the basis of a circulating medium for 
more than two thousand years previous to 1875. If the quantity 
of these metals had at all times borne the same ratio to popu- 
lation it would have furnished a just measure of the value of 
property and secured an honest adjustment of contracts. Un- 
fortunately, the unequal production of these metals has some- 
times caused expansion and sometimes contraction. Notwith- 
standing this, no general consent has been given for the adoption 
of any other standard for fixing the amount of the circulating 
medium. 

For centuries previous to 1875, debts were contracted with the 
understanding that they might be paid in either gold or silver. 
A debt, in the language of the street, is a " short" sale of money. 
It is an agreement to deliver at a future time that which the per- 
son making the promise does not possess. Debtors took the risk, 
while the two metals were used, of an increase or diminution of 
the circulating medium which might result from the varying 
supply of these metals, but they did not contract with a view of 
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the disuse of either. There is evidence to show that at the com- 
mencement of the Christian Era the amount of gold and silver 
in circulation in the Roman Empire (then the civilized world) 
was very great — perhaps as much as two billion dollars. Between 
that time and the discovery of gold and silver in Mexico and 
South America, wear, loss, and consumption in the arts, reduced 
the circulation more than one hundred million dollars each cen- 
tury. During all that period of contraction more property was 
required to liquidate a debt on the day of payment than would 
have satisfied the demand when the contract was made. Wages 
were reduced from year to year, until at the end of fifteen cen- 
turies the laborer found himself a feudal slave. 

The supply of the precious metals from the New World fur- 
nished the debtor an opportunity to free himself from the bond- 
age in which contraction had held him for so many generations. 
Labor and all its products advanced in price. Between the 
years 1500 and 1800, this new supply kept pace with the growth 
of population ; man was aroused from degraded barbarism by the 
vitalizing influence of a gradual and constant increase in the 
volume of money; the march of civilization was strong, vigorous, 
and constant. 

About the beginning of the present century the supply of gold 
and silver was greatly diminished by the Spanish- American wars. 
Contraction followed and continued until 1850, when the average 
price of labor and its products reached its lowest point within a 
century. The financial depression of that eventful period is still 
fresh in the memory of living men. 

From 1850 to 1875, the discoveries of gold in California, Aus- 
tralia, and elsewhere swelled the annual production of the two 
metals to near two hundred millions. The effect upon trade, 
commerce, and every industry throughout the world was elec- 
trical. Notwithstanding the Crimean War, the Italian War, the 
War for the Union, the Austrian-Prussian, and the Franco-Prus- 
sian wars, and many other smaller wars, wealth and population 
advanced without a parallel in history. The value of property in 
the United States rose from seven billions, in 1850, to over thirty- 
one billions, in 1870. The average price of labor and its products 
rose more than 33 Yz per cent. The best energies of man in 
industry, science, and art were stimulated to their full capacity 
by an abundant circulating medium. 
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Since 1875, the average price of commodities has declined 
over 30 per cent., and is now lower than in 1850. The impetus 
given to progress during the twenty-five years of an abundant 
circulating medium is no longer felt. The civilized world is 
trembling on the verge of bankruptcy. Labor strikes, financial 
distress, and universal depression proclaim in language not to 
be misunderstood the evils to come if no remedy can be devised. 
Prosperity has been checked, and the world filled with misery 
and alarm by the contraction resulting from the disuse of one of 
the precious metals as money. 

When the supply of gold was most abundant from California 
and Australia, Chevalier, of France, and other political econo- 
mists of Europe, contended that the use of gold as money was 
unjust to the creditor class, and particularly the bondholders ; 
that it would drive silver, then considered the better metal, out 
of the country, and that it was the duty of all governments to 
demonetize gold. Holland and Belgium yielded, and adopted 
the silver standard. Austria and Germany, in 1857, excluded 
gold from their mints, and thereby demonetized that metal to the 
extent of their power. 

The increased production of silver during 1871-73 indicated that 
it would become more plentiful than gold. The arguments used in 
advocating the demonetization of gold when it was the more plenti- 
ful metal were in turn urged against silver. Between 1871 and 1875 
the bondholders prevailed upon the United States and every gov- 
ernment in Europe to exclude silver from their mints, and thereby 
secured its demonetization. The motive for this action was 
avarice. There were not less than one hundred billions of debts, 
public and private, in the civilized world, which by the terms of 
the contracts were payable in either gold or silver at the option of 
the debtor. The demonetization of silver compelled payment in 
gold alone, and about doubled the value of bonds and other 
securities, and increased to the same extent the days of labor and 
amount of property required to liquidate these vast obligations. 

Since 1875 the annual supply of the precious metals has been 
fully two hundred millions, but one-half of it has been discarded 
as a money metal by every mint in the United States and Europe. 
Silver has been driven to Asia for a market. There has been no 
demand for it elsewhere for use as money except the twenty-four 
millions annually required for coinage, under the act of 1878. 
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The total production of silver since 1873, when it was practically 
demonetized, although not excluded from all the mints and re- 
duced to a commodity until 1875, has been about one thousand 
six hundred millions. The product of gold during the same pe- 
riod has been equal to that of silver, making a grand total of 
about three thousand two hundred millions. About two hundred 
and eighty millions of silver has been coined by the United States. 
The remaining one thousand three hundred millions has been 
discarded by governmental action, for which no other reason has 
been given than that furnished by Chevalier and others for the 
demonetization of gold. 

What other reason can be assigned for the present decline of 
prices, stagnation, and hard times, than this enormous contraction 
of the world's money ? Favorable seasons and universal peace 
cannot have produced it. 

In the recent report of Edward Atkinson, who was appointed 
by the President to visit Europe during last year "to investigate 
the status of bi-metallism," the following appears : 

" I have met and consulted many of the financial ministers, 
the chief officers of all the national banks in the countries named, 
except one, namely, that of Holland ; many officers of private 
banks and many bankers of distinction, most of the members of 
the Eoyal Gold and Silver Commission of Great Britain, which is 
now engaged in the examination of the same question, and lastly, 
many leading economists, statisticians, and legislators" (p. 3). 

He informs the President, as a result of these interviews, that 
there is no prospect of the remonetization of silver in Europe. 
Did anybody doubt what his report would be after consultation 
with the persons named ? It would be absurd to expect any other 
advice from the class of persons who destroyed silver for the 
avowed purpose of enhancing the value of bonds. Why should 
Mr. Atkinson be sent to Europe to ascertain what everybody 
already knew ? Why did he seek advice from the class of persons 
who forged and riveted the chains of contraction by which the 
people of the United States are being dragged to financial ruin ? 
Have the people on this side of the Atlantic no right to be con- 
sulted ? The question has never been asked them whether they 
prefer the demonetization of silver and perpetual contraction, or 
the use of both metals and a liberal supply of circulating medium. 
The whole matter has been arranged by the bondholders and their 
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servants without regard to the wishes of the people. The assump- 
tion that the United States is dependent upon Europe for a cir- 
culating medium is as false as it is degrading. It is the duty of 
this Government to have an independent financial policy. 
Europe will never provide for the people of the United States. 

It is now possible to obtain a liberal supply of money on a 
metallic basis — an opportunity rarely, if ever, enjoyed by any 
nation. All that is required to remonetize silver is for the United 
States to receive that metal in exchange for money at the stand- 
ard value established by law. Silver would then be at par 
throughout the world, for no one would sell it for a less price in 
Europe, Asia, or Africa, than could be obtained in the United 
States. The objections that the United States would be flooded 
with silver, or that gold would be driven out of the country, have 
no foundation. The amount of silver bullion in Europe and 
America is trifling, probably less than ten millions. The fear of 
further depreciation by governmental action causes its shipment 
to Asia as fast as produced. The entire mass of coin silver, ex- 
clusive of debased subsidiary coin in all Europe, is less than one 
billion dollars. This coin silver is circulating as a full legal 
tender on a par with gold at the ratio between the two metals of 
fifteen and a half to one. Our ratio is about sixteen to one. It 
would require an ounce of gold to buy fifteen and a half 
ounces of silver coin in Europe. The fifteen and a half 
ounces so purchased could not be exchanged at the United States 
mint for an ounce of gold ; it would require the addition of one- 
half ounce of silver before the ounce of gold expended in Europe 
could be returned, a loss of over three per cent., besides exchange. 
A large supply of silver from Europe cannot be expected. The 
probability is that the supply will not equal the demand, and that 
after the remonetization of silver, greenbacks must remain in cir- 
culation and be increased, rather than diminished. 

The bondholders' contention, that the price of silver has depre- 
ciated on account of overproduction, is refuted by the facts. Be- 
tween the years 1500 and 1846, two-thirds of the aggregate pro- 
duction of the two metals was silver ; from 1846 to 1850 their 
production was equal ; from 1850 to 1875, two-thirds of the 
aggregate production was gold ; from 1875 until now their pro- 
duction has been about equal. For two hundred years pre- 
vious to 1875 the ratio between the two metals was compara- 
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tively stationary at about fifteen and one-half ounces of silver 
to one of gold. Since silver has been demonetized it has fallen, 
as compared with gold, nearly thirty per cent., although the 
ratio of production of silver to gold has been much less than 
it was in the two hundred years preceding its demonetiza- 
tion. It can be easily shown that every change in the relative 
value of the two metals has been the result of legislation, and not 
of production. 

It would require several hundred millions additional circu- 
lation to furnish sufficient money per capita to relieve present ne- 
cessities and secure an honest adjustment of contracts. The paper 
money in and out of the Treasury amounts to over six hundred 
millions. The substitution of coin, or, what is better, coin cer- 
tificates, for this paper, must be satisfactory to the advocates of 
metallic money. The issuance of five hundred millions of coin 
certificates upon the deposit of bullion, would cost the Govern- 
ment nothing, revive every enterprise, increase wages, and secure 
peace and contentment. 

The expense of coining and the wear and loss of coin while in 
circulation would be avoided by the use of coin certificates. The 
constant shrinkage of the supply of the precious metals from these 
causes admonishes us that contraction may be produced in like 
manner in the future as in the past. There can be no loss of 
bullion stored in the vaults of the Treasury ; its commercial value 
to settle balances with foreign countries is greater in that shape 
than in coin. The loss of the coin certificates in circulation 
would more than compensate the Uuited States for assaying and 
storing the bullion, and furnishing the certificates for circulation 
free of charge. 

I challenge the opponents of silver to propose a better mone- 
tary system than the one above suggested. The National Bank 
plan has already proven to be a failure. It does not furnish an 
honest measure for the adjustment of contracts, or tend to main- 
tain an even range of prices by providing at all times the same 
amount of money per capita ; on the contrary, the amount of 
circulation furnished by the National Banks is constantly fluc- 
tuating and altogether inadequate. According to the report of 
the Comptroller of the Currency, there has been a decrease in 
National Bank circulation since November 1st, 1883, of about 
one hundred and fifty millions. No attempt whatever has been 
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made by legislation to adopt any system whereby the circulation 
should be made to correspond to the increase of population. The 
whole matter seems to have been left to accident or the manipu- 
lation of stock jobbers. 

With no monetary system proposed looking to the regular 
supply of a circulating medium, and while the country is trembling 
on the brink of financial ruin, we are told that Europe declines 
to discuss with us the proposition of using silver as money, and 
that, therefore, we must adhere to the single gold standard with- 
out regard to consequences. 

If silver is not used for money, and gold is the only standard, 
the alternative is presented either to discard gold, as well as sil- 
ver, and devise some other system, or sink into barbarism for 
want of an adequate circulating medium. The supply of gold is 
constantly decreasing. From 1871 to 1875, the annual produc- 
tion of gold, according to Dr. Adolf Soetbeer, the German statis- 
tician, was over one hundred and thirteen millions, while during 
the last five years it probably has not exceeded ninety millions. 
The Director of the Mint, whose estimates, I fear, are very much 
exaggerated, puts it much less than one hundred millions. It is 
a fact known to bullion producers that at least one-third of the 
output of gold comes from silver mines, where it is found in com- 
bination with that metal. When these mines are closed, as they 
must be by the continued fall in the price of silver if that metal 
is not remonetized, the decline in the production of gold will be 
enormous. 

The situation imperatively demands that both metals be dis- 
carded, or that both be used together as money. If this demand 
is not heeded the calamities in store for mankind resulting from 
violent and continued contraction cannot be over-estimated. 

Wm. M. Stewaet. 



